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May 2, 2003

VIA ELECTRONICFILING

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
445 Twelfth Street,S. W. — RoomTWB-204
Washington,D. C. 20554

Re: Exparte,CC DocketNo. 96-149,VerizonPetitionforForbearancefrom the
ProhibitionofsharingOperating,Installation,andMaintenanceFunctionsUnder
Section53.203(a)(2)oftheCommission’sRules

DearMs. Dortch:

On Friday, May02, 2003,AryehFriedmanandtheundersignedofAT&T metwith
William Dever,RobTanner,andPamelaMegnaoftheWireline CompetitionBureau’s
CompetitionPolicyDivision andAaronGoldschmidtoftheBureau’sPricingPolicyDivision.
AT&T wasaskedto presentanoverviewofits commentsin thisproceedinganddiscuss
generallythestateoftherecordin thisproceeding.Theattachedoutlinewasdistributedatthe
meetingto facilitatetheoverviewofourcomments.

DuringthecourseofourdiscussionAT&T emphasizedthattheVerizonforbearance
petition rehashesthesameargumentsthat theCommissionhasrepeatedlyrejectedandthatthe
basisfor theO~E&Mrule — theBOC’s marketpowerin thelocal exchangemarketandits ability
andincentiveto leveragethismarketpowerto underminecompetitionin thelong distance
market— remainsstrong. In addition,Verizon’s conclusoryclaimsofits costsofcompliance
with theOI&M servicesrestrictionareunsupportedandunaccompaniedby anydocumentation
thatcouldallowthemto beindependentlyverified.

Oneelectroniccopy ofthis Noticeis beingsubmittedto theSecretaryoftheFCCin
accordancewith Section1.1206oftheCommission’srules.

Sincerely,

cc: W. Dever
A. Goldschmidt
P. Megna
R. Tanner
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KeyPoints:

A. TheCommission,in theNon-AccountingSafeguardsOrder heldthattheOI&M
restrictionis mandatedby section272(b)(1)’s“operateindependently”requirementandis critical
in preventingdiscriminationand costmisallocation,that sharingof“OI&M” services“would
inevitably afford accessto theBOC’s facilities thatis superiorto that grantto theaffiliate’s
competitors,”and“would createsubstantialopportunitiesfor impropercostallocation.” The
risksofdiscriminationis substantialwith corenetworkoperationslike OI&M services.

B. Thereis no basisin therecordto eliminatetheOI&M restrictionbeforethe272
affiliate requirementis allowedto sunset Thereis no basisfor changingtheCommission’s
determinationrequiringtheOI&M restraint,andgrantingtheForbearancePetitionwouldbe
arbitraryandcapricious.

1. Verizon is doing fine gettingLD customers.Verizon’s272affiliate hasbeen
enormouslysuccessfulin the marketplace,gainingup to 34.2%marketshareandbecomingone
ofthe largestlong distancecarriersin thecountry. This is soeventhoughthat affiliate is tiny,
with only 800 employees.

2. Their claimsofcost,lost efficienciesandinability to introducenewand
innovativeservicesareunsupportedby any evidencein therecord. To the extentVerizonclaims
it hasevidencebut hasnot introducedit becauseit is businessproprietary,AT&T hasofferedto
takewhateverstepsarenecessaryto allow that informationto beaddedto therecordin a
protectedformat; Verizonhasneverthelesssubmittednothing.

3. Ontheotherhand,the evidencein this, andtheSection272 Sunsetproceeding,is
repletewith evidencethatthe OI&M restrictionis absolutelyessentialto preventdiscrimination
andcostmisallocation.

• TheBOCsretainmarketpowerin the local exchangemarket,evenin stateswhere
theyhavelonghad section271 authorization,andthat thereis a substantialthreatthattheBOCs
canleveragetheir localmarketpowerto re-monopolizethe long distancemarket.

• Documentedcasesthat Verizon and SBC violatedseparationrequirementsand
favoredtheirown affiliate afterreceivingSection271 approval.

4. Thereis no basisin the recordfor showingwhy non-structuralsafeguardswould
be moreeffectivethantheOI&M restriction. To the contrary,Commissionexperiencegenerally
andin this proceedingis that structuralseparationis essential.

(a) This is particularlytruewith respectto advancedserviceslike broadband,which
are harderto detectbecausethere is little or no track record by which to gaugethe BOC’s
performance,andthattheOI&M restrictionpreventsdiscriminationandcostmisallocation
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(b) Examplesoflikely discrimination:Verizonwould beuniquelypositionedto meet
customers’ demandsfor “service reliability and meetingdeadlines.”Verizon arguesthat the
OI&M restriction“puts Veriz~nat a significantdisadvantagein competingwith carriersthat are
ableto offer an integratedserviceplatformusing theirown local and long distancefacilities.”
However,Verizon ignoresthe fact that becauseof Verizon’s local marketpower,rival carriers
mustrely on theBOC for accessto lastmile accessfacilities and cannotoffer integratedservice
platformsusing theirownlocal and long distancefacilities.

(c) Permittingjoint OI&M gives rise to myriadjoint and commoncoststhat could
easilyandundetectablybemisallocated.
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